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The period since 2007 has been a time of significant change for labor markets. The Great

October 3, 2018

Recession of 2007-2009, the longest and deepest recession since the Great Depression, caused name redacted
the unemployment rate to briefly reach 10%, and labor markets have subsequently experienced a Specialist in Labor Policy
long and gradual recovery. Most labor force metrics, including the unemployment rate and -redacted-@crs.loc.gov

various other measures of labor force underutilization, have returned to levels that have

historically been consistent with full employment. name redacted

Specialist in
.. . Macroeconomic Policy
Labor Force Participation ' edacted-@crsloc.gov
One exception is the labor force participation rate (the ratio of workers who have a job or are
looking for a job to the overall adult population), which began declining before the Great For a copy of the full report,
Recession and has only levelled off more recently. The decline in the labor force participation please call 7-.... or visit
rate is partly attributable to the aging of the population, particularly the retirement of the baby MALEISERM,

boomers. But even among prime-age workers (age 25-54), participation is historically low for

men and has only just rebounded for women from the recession. Participation among young workers also fell sharply during
the recession and has not fully rebounded. Economists disagree about whether there will be further recovery in the
participation rate; without further recovery, the economy will not be able to continue adding jobs at recent rates.

Shifts in the Types of Jobs

Both the Great Recession and the continuation of longer-term structural changes have caused employment growth since 2007
to vary significantly by occupation and industry. Employment in goods-producing industries (such as manufacturing and
construction) was hardest hit by the recession and had still not recovered by 2017, whereas employment has grown in 9 out of
10 service-producing industries over that period. When viewed by occupation, employment growth since 2007 has been
concentrated in certain occupations with low median wages (food preparation and personal care) and high median wages
(healthcare practitioners, business and financial operations, computer and mathematical, and management), while the decline
in employment share has been concentrated in certain middle-wage occupations (production, office and administrative
support, and construction). This pattern has been referred to as the “hollowing out” or “polarization” of labor markets, and
has been attributed largely to technological change and globalization.

Outcomes for Demographic Groups

Employment outcomes vary widely across demographic groups. Employment rates have been persistently lower for young
workers, lower-educated workers, and black workers. In addition to changing opportunities for those workers, the Great
Recession hit those groups harder, with some lasting effects. Men were more likely than women to participate in the labor
force and be employed, but women’s employment rates rose relative to men’s over the 2000 to 2007 period. High
unemployment in male-dominated industries (construction and manufacturing) and low unemployment in female-dominated
industries (health care and education) contributed to relatively higher male unemployment during the recession. Although
unemployment rates for both sexes ultimately recovered, men’s labor force participation rates trended downward over the last
10 years while women’s were largely unchanged.

Looking Forward

Going forward, policymakers face several labor market challenges, including (1) accommodating the current tightness in
labor markets, while preparing for a return to recession at some point; (2) the continuing slowdown in the growth of the labor
force (from 1.4% between 1980 and 2000 to 0.6% between 2000 and 2015); (3) addressing the labor market impacts of
structural changes posed by technological change and globalization; and (4) a decline in labor market dynamism (e.g., fewer
workers switching jobs).
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Introduction

Labor markets are highly responsive to short- and long-term economic influences. For example,
total employment, the types of jobs available, their locations, and the skills sought by employers
respond in various degrees to changing cyclical and structural forces. Recessions, for example,
bring about increased joblessness with stronger impacts for certain worker groups, and changes in
production patterns and consumers’ preferences for goods and services—examples of structural
forces—further influence the size and composition of employment.

Using data from the Bureau of Labor Statistics,’ this report considers how such changes have
affected the U.S. labor market since 2007, examining the performance of labor market indicators
like employment, unemployment, and labor force participation; changes in the types of jobs
available by industry and occupation; and employment outcomes for different demographic
groups.? Since 2007, the labor market has been affected by factors such as the Great Recession of
2007-2009, technological innovation, and an aging labor force that have altered the mix of jobs
available to U.S. workers. Such trends have been of interest to Congress because they provide
information about how the labor force is evolving, the resilience or sensitivity of some jobs to
recession, and the changing needs of employers, and thereby inform workforce planning, income
support programs, and other potential policy responses.

Labor Market Impacts of Cyclical and
Structural Change

This section discusses the contribution of business cycles (notably the Great Recession) and
ongoing structural change to recent labor market developments. Throughout the report, recent
patterns are examined in the context of these changes. The timing and intensity of labor market
changes can in some cases point to the effects of a particular force, but it is beyond the scope of
this report to identify specific, discrete contributions of each. This is because forces (e.g.,
recession, technological change) act concurrently, and sometimes they can have interactive
effects.®

! Official data on the labor force are collected and issued by the Bureau of Labor Statistics (BLS). For the most part,
this report relies on data from two monthly surveys, the Current Population Survey (CPS) and Current Employment
Statistics (CES). The CPS is a BLS/Census Bureau survey of households. The CES is a BLS survey of employers based
on their payroll data. In some cases, this report presents results prepared by BLS and in other cases it compiles
estimates for a given population based on raw BLS data.

2 Workers are officially counted as employed according to the Bureau of Labor Statistics “if they did any work at all for
pay or profit during the survey reference week” or had a job but were temporarily not working for reasons such as
illness or vacation. Workers are officially counted as unemployed if “they do not have a job, have actively looked for
work in the prior 4 weeks, and are currently available for work.” The labor force is the sum of employed and
unemployed workers. Individuals are not in the labor force if they are neither working nor actively seeking work. The
labor force participation rate is the share of the population in the labor force. See BLS webpage, Frequently Asked
Questions, https://www.bls.gov/cps/fag.htm. This report does not cover wages, which are discussed in CRS Report
R45090, Real Wage Trends, 1979 to 2017, by (name redacted) and (name redacted)

3 Brad Hershbein and Lisa B. Kahn, “Do Recessions Accelerate Routine-Biased Technological Change? Evidence from
Vacancy Postings,” American Economic Review, vol. 108, no. 7, pp. 1737-1772.
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The Role of the Business Cycle

Business cycles (i.e., economic recession and recovery) affect employment trends through several
channels.* In recessions, declining aggregate demand for goods and services, increased
uncertainty about the economic environment, and postponement of capital investment projects
generally serve to reduce employers’ demand for workers or work hours. Unemployment and the
time unemployed workers spend looking for work rise during recessions because job
opportunities are relatively scarce. These patterns tend to reverse during economic recovery—as
aggregate demand increases, job openings and hires increase, employment rises, and
unemployment falls. Total employment follows predictable patterns over the business cycle, but
the length and strength of expansions and recessions vary, causing the peak unemployment rate
across recessions and the lowest unemployment rate across expansions to vary significantly. For
example, unemployment peaked at 6.3% after the relatively mild 2001 recession, compared to
10% after the deeper 2007-2009 recession.

While economists once assumed that business cycle effects on overall employment and
unemployment were only temporary, there is growing evidence, particularly from the 2007-2009
recession, that deeper recessions can have much longer-lasting effects on employment outcomes
for some affected workers.® This can occur when, for example, long periods of unemployment
cause workers’ skills to become outdated, curtailing employment prospects even when conditions
improve.

Structural Changes

The composition of employment (e.g., occupational distribution and worker characteristics) can
vary significantly over time because of structural changes influencing labor markets.® Whereas
the effect of business cycles is, to some degree, predictable, the impact of structural changes
depends on the nature of the change. For example, recent technological improvements to
information and communications technologies (ICT) and automation have changed the way work
is performed and organized in many sectors, and they are recognized as major contributors to
employment loss in certain middle-skill jobs (e.g., production work, office support positions) and
employment gains in higher-skill positions. But technological change has not always had this
effect; for example, manufacturing sector innovations in the late 19" century, such as the switch
from cottage industry to factory production, brought tremendous job growth to lower-skilled
workers.

In addition to technological change, globalization and changing consumer preferences over the
mix of goods and services provided throughout the economy are two prominent examples of how
structural change can affect employment. Globalization changes the types of jobs that are
available in the United States compared to overseas. Industry and occupational employment
responds to the types of goods and services that are imported and exported, as well as how
multinational corporations set up global supply chains across multiple borders to produce
products for domestic and foreign markets. Changing consumer demand can also cause
employment to grow or shrink across industries; for example, an aging population consumes
more health services, which require additional health workers. These three factors are also
interrelated. For example, technological innovation makes global supply chains more practical

4 For more information, see CRS In Focus 1F10411, Introduction to U.S. Economy: The Business Cycle and Growth, by
(name redacted) .

5 See Danny Yagan, “Employment Hysteresis from the Great Recession,” Journal of Political Economy, forthcoming.
6 Structural change refers to consequential shifts in economic processes or market operations.
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and introduces new types of products that are desirable to consumers (e.g., streaming video),
while making some older businesses obsolete (e.g., video rental stores).

Such changes have influenced the composition of employment across sectors and the worker
characteristics sought by employers. Further, because of geographic specialization in certain
industries, structural change results in divergent labor market outcomes for different regions
within the country. If workers are not capable of responding to structural change by shifting from
shrinking to growing industries, occupations, or regions, a shift to lower-wage work,
unemployment, or labor force detachment can result.

Return to Full Employment?

While several forces shaped labor market outcomes over the last decade, the impact of the Great
Recession was the most visible. More than 7.5 million private sector jobs were lost between
December 2007 and June 2009, and an additional 1.2 million were lost between the official end of
the recession and February 2010; for the entire period, private employment declined by 6.6%.’
Some of these losses included long-tenured workers (6.9 million from 2007 to 2009), who were
displaced from their jobs when companies closed, moved, or downsized.® The economy did not
consistently add jobs (on net) until March 2010, and did not return to December 2007 levels until
March 2014. Employment has continued to grow since then, but as a share of the population it
remains below its precrisis level, largely because of declining labor force participation.® That is,
despite greater success among job seekers in securing employment (as seen in recently low
unemployment rates, Figure 1), fewer potential workers are participating in the labor market (see
declining labor force participation rates in Figure 2) and this has driven down employment as a
share of the population. Subdued employment-population ratios among prime-age workers (25-54
years of age) are explored in greater detail in the “Worker Characteristics” section of this report.

Following the Great Recession, the unemployment rate peaked at 10%—the second time it
reached double digits since the Great Depression. It has steadily fallen since 2011, reaching a low
of 3.8% in May 2018—the lowest level it has been in any of the seven economic expansions since
1970 (Figure 1).° In the 2001-2007 expansion, the lowest unemployment rate attained was 4.4%.
Unemployment is below the Congressional Budget Office’s (CBO's) natural rate estimate of 4.7%
(i.e., the lowest sustainable unemployment rate that the economy can currently achieve), a
benchmark level accepted by many economists.!* Most other labor market utilization indicators
are also consistent with full employment. Thus, the United States may have reached full
employment despite higher unemployment for minorities, less-educated Americans, and certain
geographic regions. For more information, see CRS Insight IN10860, Has the Economy Reached
Full Employment? If So, Will It Stay There?, by (name redacted)

7 Government employment was flat over this period, so the decline in total nonfarm employment is similar.

8 The Bureau of Labor Statistics (BLS) defines long-tenured workers as those with at least three years of tenure with
their employer. Such workers are also displaced, although in smaller magnitudes, during periods of economic
expansion. For more information see, CRS In Focus IF10984, Long-Tenured Displaced Workers, by (name redacted)
and (name redacted)

9 The share of the population that has a job is determined by labor force participation (i.e., the share of the population
that is engaged in or seeking work) and the degree to which labor force participants are successful at gaining
employment (e.g., as captured by the unemployment rate).

10 However, those workers currently still unemployed have been unemployed for longer on average than in any
previous post-World War 1l expansion.

11 For more information, see CRS Report R44663, Unemployment and Inflation: Implications for Policymaking, by
(name redacted) .
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Figure |. Unemployment Rate, 1948-2018
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Source: Figure created by CRS using data from the Bureau of Labor Statistics (BLS) Current Population Survey
(CPS) (unemployment rate) and the National Bureau of Economic Research (NBER) (recession).

One measure that has shown less improvement recently is the labor force participation rate
(LFPR), which experienced an unprecedented drop in the 2000s and only a relatively small
recovery in the current expansion (Figure 2).% It fell from about 67% in the 1990s expansion to
66% in the 2001-2007 expansion, and then dropped to 63% from 2008 to 2014, its lowest level
since the 1970s. It has remained around 63% since.'® Historically, the LFPR was not a highly
cyclical measurement, but in this case some have wondered if its low level is indicating latent
slack in labor markets; that is, there could be a source of more available workers than the
unemployment rate would currently suggest.!* That possibility depends on the likelihood that
workers who have left the labor force will reenter. One study found that from 1980 to 2011,
almost 80% of workers aged 25-44 who exit the labor force reenter it within four years, but only
40% of workers aged 45-54 and 20% of workers aged 55-59 reenter.'®

12 See footnote 2 for definitions of these labor market concepts.

13 The significance of this three point drop in the LFPR can be seen in its effects on labor market growth. The labor
force grew by 0.8% (cumulative growth) over January 2008 to January 2014, as the LFPR fell from 66.2% to 62.9%.
By contrast, it grew by 7.1% over January 2002 to January 2008, when the LFPR held steady around 66%. Trends in the
LFPR by age and sex are discussed in greater detail in the sections below entitled “Age” and “Sex.”

14 About 2% of all prime-age individuals (aged 25-54) are out of the labor force and report that they want a job. More
prime-age men report that they are not in the labor force because they are disabled or do not want a job, while more
prime-age women report that they are caregiving, disabled, or do not want a job. While these reasons may change in the
future, they point to limits on how much the LFPR can potentially rise. Data in Federal Reserve, Monetary Policy
Report, July 13, 2018, p. 10, https://www.federalreserve.gov/monetarypolicy/files/20180713_mprfullreport.pdf.

15 Daniel H. Cooper and Maria José Luengo-Prado, “Labor Market Exit and Re-Entry: Is the United States Poised for a
Rebound in the Labor Force Participation Rate?” Federal Reserve Bank of Boston, Current Policy Perspectives, No.
2014-2, September 2014, https://www.bostonfed.org/publications/current-policy-perspectives/2014/labor-market-exit-
and-re-entry-is-the-united-states-poised-for-a-rebound-in-the-labor-force-participation-rate.aspx.
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Figure 2. Labor Force Participation Rate, 1948-2018
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Source: Figure created by CRS using data from the Bureau of Labor Statistics (BLS) Current Population Survey
(CPS) (labor force participation rate) and the National Bureau of Economic Research (NBER) (recession).

The Changing Composition of Employment

This section discusses how industry and occupational employment has changed since 2007.6 The
Great Recession led to greater employment loss in certain industries and occupations than others,
but those effects have receded as the economy returns to full employment. In the meantime,
structural changes have also had disparate impacts on various industries and occupations. As a
result, even as the unemployment rate returns to prerecession levels, the mix of jobs available
today is not the same as it was in 2007.

Industry of Employment

Figure 3 plots private sector employment, overall and by broad industry sector, over the 2007 to
2018 period. Total private sector employment fell and then recovered in step with the business
cycle. Over that period, there was a net increase in private sector employment, as the labor force
grew. When disaggregated into broad industry groups, different employment patterns emerge.
Whereas employment in both the goods- and service-producing sectors followed a similar
cyclical pattern (i.e., falling during the recession and rising during recovery), only service-sector
establishments (in aggregate) experienced net job growth over the period. Employment trends in
the goods-producing sector—notably that the decline in employment predated the 2007-2009
recession—indicate that cyclical factors explain only some of the downturn since 2007.%

16 Industry (or sector) classification describes the main output produced or delivered by the worker’s firm. For example,
a worker is considered to be employed in the construction industry if he or she works for an establishment that builds
houses, even if that worker is employed in the accounting department and never sets foot on a construction site.
Occupation classification describes the type of job held by a worker, in terms of tasks or functions performed. A
worker employed to prepare and examine financial records by a construction company is classified as an accountant,
not a construction worker.

17 Goods-producing sector employment fell by approximately 460,000 workers between January 2007 and December
2007 (i.e., during a period of expansion). The number of workers in the goods-producing sector peaked in 1979.
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Declining employment in goods-producing sectors, particularly manufacturing, has been
attributed to firms’ adoption of labor-saving technology and, more recently, markedly increased
import competition for some products.

Figure 3. Private Sector Employment, 2007-2018

Private Sector Employees (in Thousands)
000
cCESS510 ALL SECTORS
125,000
ﬁ_—

100,000 SERVICE-PRODUCING SECTORS
75,000

50,000

25,000 GOODS-PRODUCING SECTORS

0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: Figure created by CRS using data from the BLS Current Employment Statistics (CES) (employment by
sector) and NBER (recession).

U.S. employment is largely and increasingly concentrated in service-sector jobs (Figure 3),
which comprised about 81% of private sector jobs in 2007 and almost 84% in 2017.%8 Innovations
that improve the effectiveness and delivery of services, alongside demographic shifts and other
factors affecting consumer demand, have contributed to rising employment shares of service
workers.

The large and growing shares of private sector employment in service-providing establishments,
and corresponding loss of employment share in goods-producing firms, are illustrated in more
detail in Figure 4. This figure (and others in this report) plots data in the period preceding the
Great Recession (2007), a high point of the recession’s labor market impact (2010), and the most
recent annual data (2017). These years provide insights into the contribution of the last recession
to trends (i.e., 2007 vs 2010) and trends during recovery (i.e., 2010 vs. 2017), as well as the
longer-term trend (2007 to 2017). In each of the three years shown, the largest employment shares
were in education and health services and in professional and business services, each of which
had employment share gains of more than one percentage point. Between 2007 and 2017, the
retail trade sector and hospitality and leisure sector switched rank. Retail trade held the third-
highest share of employment in 2007 at 13.4%, while hospitality and leisure had an 11.6% share.
By 2017, retail trade fell to 12.8% of employment, and hospitality and leisure rose to 12.9%,
edging into the third place.

18 This pattern keeps with a much longer-term shift toward service-sector employment; BLS data indicate a steadily
increasing concentration of employment in service-providing firms since 1943, when it was 48.5% of private sector
employment; service sector employment was 83.8% of total private sector employment in 2017.

19 For example, innovations in medical care and an aging population can raise demand for medical professionals and
support workers. Rising wages among top earners can likewise raise demand for personal services (e.g., personal
appearance workers, recreation and fitness workers).
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Figure 4. Industry Share of Private Sector Employment, 2007,2010, and 2017

w2007 2010 m2017
Industry Share of Private Sector Employment
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Retail Trade
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Education and Health Services

Source: Figure created by CRS using BLS CES data.
Notes: “Manufacturing” is the sum of nondurable and durable goods manufacturing.

In terms of employment /evels (not shown), employment declined between 2007 and 2010 in all
sectors except the education and health services sector, which added about 1.3 million jobs over
that period. Employment levels in both components of the education and health services sector—
the education services industry and the health care and social services industry—increased over
the 2007 to 2010 period, but growth in health care and social services jobs accounted for much of
the gain, about 1.1 million jobs over the period. Employment in both industries continued to grow
after 2010; the health care and social services industry increased by 3.8 million from 2007 to
2017, whereas education services increased by about 728,000.%° All service industries except
information and wholesale trade added workers over the 2007 to 2017 period.

Each of the three goods-producing sectors lost employment shares over the 2007 to 2017 period.
While it is possible to lose employment share without losing jobs (i.e., if overall employment
growth is sufficient), this was not the case for goods production. In each industry—mining and
logging, construction, and manufacturing—employment levels fell between 2007 and 2010,
reflecting the impact of the recession. Each then rebounded somewhat between 2010 and 2017,
but employment growth in that latter period was insufficient to bring 2017 employment back to
2007 levels.? That does not necessarily mean that production in those industries fell, however. In

20 BLS has documented the resilience of health care industry jobs (across occupation groups within that sector) in
economic recessions; see Michael Dolfman, Matthew Insco, and Richard J. Holden, Healthcare jobs and the Great
Recession, Monthly Labor Review, June 2018, https://www.bls.gov/opub/mlr/2018/article/healthcare-jobs-and-the-
great-recession.htm.

2L A 12-year decline in manufacturing employment ended in 2011. However, manufacturing employment as a share of
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the case of mining and manufacturing, employment fell even though real value added for the
industry rose over this period, meaning the industry became more productive and required less
labor.? In the case of construction, real value added declined along with employment.?

Occupation

The distribution of occupations changed between 2007 and 2017 as well, sometimes shifting in
concert with industry patterns discussed above. Concurrent shifts can occur where occupations
are concentrated in particular industries; for example, more than half of all sales and related jobs
were located in the retail sales sector in 2017, and 72% of production jobs were in
manufacturing.?* Employment in these occupations tends to respond predictably to industry
conditions (e.g., if demand for durable goods manufacturing falls during a recession, the
employment or hours of production for workers tend to decline or grow at slower rate).? This can
be seen to some degree in the notable employment losses in production, transportation, and
material moving positions as well as sales jobs following the onset of the 2007-2009 recession
(Figure 5).%°

total employment continued to decline, albeit at a slower pace. For a discussion of U.S. manufacturing sector
employment, see CRS Report R41898, Job Creation in the Manufacturing Revival, by (name redacted)

22 Because of different industry classifications between employment data and GDP data, real value added data for
mining are separate from logging.

23 When durable and nondurable goods manufacturing are considered separately, real value added increased in the
durable manufacturing sector and declined for nondurables.

24 BLS Current Population Survey data for 2017, available at https://www.bls.gov/cps/.

25 While similar, occupation and industry patterns of employment in such cases are unlikely to be the same. For
example, economic forces that reduce the demand for retail goods are likely to put downward pressure on sales
occupations and overall employment in the retail sales industry. However, technological advancements that make
customer-driven ordering or purchasing (e.g., self-checkout) affordable for stores and social preference shifts that make
such technologies attractive to customers may serve to further dampen sales positions, while expanding commerce and
employment in the sales industry overall.

% Figure 5 presents aggregated occupational groups, as defined by BLS; all occupations are represented. In general,
individual occupations in the Standard Occupational Classification are classified based on the work that is performed,
and to some extent the skills and qualifications needed to perform the work. Occupations are organized in a four-level
tiered system: major groups, minor groups, broad occupations, and detailed occupations. BLS aggregates the major
group classifications into the occupational groups shown in the figure. These high-level groupings provide insights into
the overall distribution of the tasks and skills sought by employers in the labor market, and how this distribution
changes over time.
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Figure 5. Employment by Aggregated Occupation Groups, 2007-2018
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Source: Figure created by CRS using data from BLS CPS (employment by occupation) and NBER (recession).

Other occupations, such as managers, office and administrative support positions, and
maintenance jobs, are distributed more broadly across industries, and these workers are generally
better positioned to relocate when industry-specific conditions change.?” A degree of cross-
industry mobility buffers these groups of workers from some but not all economic forces.
Changes in the organization of work, supported by developments in information and
communications technology, can, for example, change demand for office and administrative
support staff in each industry, as can declines in overall aggregate demand.

A more detailed accounting of employment changes is provided in Figure 6, which charts the
change from 2007 to 2017 in employment shares by more narrowly defined occupation groups,
ranked by their median occupation wage levels in 2007.2¢ The figure illustrates gains in
employment share for lower-wage occupations such as food preparation and personal services
and concurrent gains in higher-wage jobs like managers. Because employment shares must sum
to 100%, gains in some occupations must be offset by losses in others. Figure 6 shows such
employment share losses for construction and extraction jobs, office and administrative support
positions, and production workers—jobs placed toward the middle of the occupational wage
distribution.?® This pattern—sometimes called the “hollowing out” of middle-skill jobs or “job
polarization”—has generated considerable concern from economists about the shrinking pool of
“good” jobs for the average U.S. worker.*

27 For example, an office manager in a declining goods-producing establishment may easily be able to relocate to a
growing service-sector establishment. By contrast, a production worker would be better positioned to move between
establishments within the manufacturing sector, but less suited to a cross-industry move.

28 Figure 6 presents occupational data by the Standard Occupational Classification system’s major groups; all nonfarm
occupations are included in the figure. See footnote 26 for additional information.

23 The only occupation with a significant change that does not fit this pattern is sales (showing a large decline), which
has a relatively low median wage. Similar results are found using the percentage change in employment by occupation,
with one exception being a relatively larger percentage change in employment for life, physical, and social science.

30 See Harry Holzer, “Job Market Polarization and U.S. Worker Skills: A Tale of Two Middles,” Brookings Economic
Studies, April 2015; David H. Autor, “Why Are There Still So Many Jobs?” Journal of Economic Perspectives, 29(3),
Summer 2015, pp. 3-30; Paul Beaudry, David A. Green, and Benjamin M. Sand, “The Great Reversal in the Demand
for Skill and Cognitive Tasks,” National Bureau of Economic Research, Working Paper No. 18901, March 2013.
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Figure 6. Change in Employment Share by Major Occupation Group, 2007-2017

Percentage Point Change in Employment Share, 2007-2017
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Source: Figure created by CRS using BLS Occupational Employment Statistics data.

A combination of factors is believed to have driven relative growth in low-paying and high-
paying jobs. At the forefront of the discussion is technological change, which has simultaneously
depressed demand for certain middle-skilled jobs while increasing the demand for certain types of
high-skilled workers in recent years.! Long-term improvements in the precision and affordability
of automation technology have made manufacturing more capital intensive, while productivity
gains in information and communication technology (ICT) have similarly affected demand in
certain support service positions and retail sales. At the same time, technological change has been
observed to raise the productivity—and the value to employers—of highly skilled workers who
perform complex, nonroutine tasks (e.g., physicians, managers), translating into increased labor
demand.® Recent innovations are less likely to drive employers’ demand for certain low-skilled
workers (e.g., food preparation and service jobs, personal services occupations), whose tasks are
by and large neither complemented nor substituted by recent technological change. However,
rising incomes among other workers can result in increased demand for services supplied by low-
skilled workers, increasing their employment shares through that channel.*

31 David Autor and Anna Salomons, “Does Productivity Growth Threaten Employment?” European Central Bank,
Forum on Central Banking, June 2017; Daron Acemoglu and Pascual Restrepo, “Robots and Jobs: Evidence from US
Labor Markets,” National Bureau of Economic Research, Working Paper No. 23285, March 2017; David Autor and
Anna Salomons, “Is Automation Labor-Displacing? Productivity Growth, Employment, And The Labor Share,”
Brookings Papers on Economic Activity, Spring 2018.

32 Productivity rises because technology generally complements the work performed by these groups of highly skilled
workers; it replaces time-consuming routine tasks (e.g., data processing, information organization), streamlines
processes, and increases the precision of their work.

33 David H. Autor and David Dorn, “The Growth of Low-Skill Service Jobs and the Polarization of the U.S. Labor
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More broadly, forces that alter the demand for U.S.-produced goods affect the distribution of U.S.
jobs across the various occupations and industries. Considerable losses in manufacturing sector
jobs in the 2000s, for example, have been attributed in part to increased import competition,
notably from China.® Certain types of service-sector jobs, by contrast, are most easily performed
in person and therefore less susceptible to import substitution—although this is perhaps true of
fewer service jobs than in the past due to technological changes. The housing boom of 2000-2006
substantially increased the demand for construction workers (and other housing market-related
jobs). Likewise, the housing bust from 2007-2012 is reflected in the loss of employment share for
these workers.

Part-Time Workers

Another way to look at the availability of jobs over the 2007 to 2017 period is to consider the
share of workers reporting part-time schedules. Part-time workers rose from 16.5% of total
workers in 2007 to 19.5% in 2010, and then gradually fell to 17% in 2017. BLS reports that most
part-time workers are voluntarily part-time (as opposed to part-time because they could not find
full-time employment), but the percentage of workers who could not find full-time employment
also rose during the recession.*®

Figure 7 indicates that part-time schedules are far more prevalent in service occupations than in
any other occupation category.®® Part-time employment has a strong cyclical component. The
shares of workers in part-time positions increased between 2007 and 2010 and fell between 2010
and 2017 for each broad occupation group. At least a portion of these gains persisted through the
recovery; in four of the nine occupation groups, the part-time share was more than one percentage
point higher in 2017 than 2007. The pattern of rising (and falling) part-time shares varied across
occupation groups. For example, the share of managers in part-time positions increased by less
than one percentage point from 2007 to 2010, and returned to its 2007 level by 2017. By contrast,
the share of part-time positions increased by more than five percentage points in construction and
extraction jobs from 2007 to 2010, and remained elevated (one percentage point over the 2007
share) in 2017.

Market,” American Economic Review, vol. 103, no. 5 (2013), pp. 1553-1597.

34 U.S. imports from China rose from $100 billion in 2000 to $483 billion in 2015. Census Bureau data on the volume
of U.S. trade with China is available at https://www.census.gov/foreign-trade/balance/c5700.html. Literature that
examines the labor market impact of increased U.S. imports from China includes Daron Acemoglu, David Autor,
David Dorn, Gordan H. Hanson, and Brendan Price, “Import Competition and the Great US Employment Sag of the
2000s,” Journal of Labor Economics, vol. 34, no. 1 (Part 2 2016), pp. S141-S198; Justin R. Pierce and Peter K. Schott,
“The Surprisingly Swift Decline of U.S. Manufacturing Employment,” American Economic Review, vol. 106, no. 7
(July 2016), pp. 1632-1662; and David H. Autor, David Dorn, and Gordon H. Hanson, “The China Shock: Learning
from Labor Market Adjustment to Large Changes in Trade,” Annual Review of Economics, vol. 8, no. 1 (2016). The
results of these studies should be considered with a few caveats in mind. For one, these studies focus on gross
employment changes in the manufacturing sector; they do not account for potential employment gains in other sectors
(e.g., U.S. export sectors and related sectors like transportation and warehousing). Also, the proliferation of complex
international supply chains increasingly blurs the line between foreign and domestic outputs and complicates empirical
analyses such as these.

35 The number of part-time workers more than doubled over January 2007 to April 2009 (rising from about 6.9 million
to 15.7 million), but declined steadily thereafter. Since January 2007, voluntary part-time work represented 56.3% to
63.5% of total part-time work, with the lowest shares occurring during the recession and early recovery. BLS Current
Population Survey statistics are available at https://www.bls.gov/webapps/legacy/cpsatab8.htm.

36 The following major occupational groups comprise “service occupations”: food preparation and serving, building
and grounds cleaning and maintenance, personal care and services, protective services, and healthcare support
occupations.
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Figure 7. Part-Time Schedules by Occupation Group, 2007,2010,and 2017
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Source: Figure created by CRS using BLS CPS data (CRS-produced estimates).

Notes: Sample comprises workers 25 years or older who were employed at the time of survey. The “service”
occupation category includes food preparation and serving, building and grounds cleaning and maintenance,
personal care and services, protective services, and healthcare support occupations.

Worker Characteristics

Workers are not randomly assigned to jobs. They pursue and obtain work in different industries
and occupations based on their skills and experience, their interest, local availability of work,
employers’ preferences about worker attributes, competing uses of their time (e.g., school,
caregiving, leisure), and other factors. As discussed in previous sections of this report,
employment has not grown in each occupation and industry at the same pace since 2007 (and in
particular during the Great Recession and recovery), and this implies that employment outcomes
over the past decade are likely to vary across worker groups.

The last section analyzed the labor market from the perspective of industry and the types of jobs
Americans hold; this section analyzes it from the perspective of workers, in terms of educational
attainment, age, sex, and race and Hispanic ethnicity. Broader patterns are considered first by
examining the employment-population ratios (i.e., the share of the group that is employed), and in
some cases the occupational distribution of employed workers by group. The employment-
population ratio is a summary indicator of labor market performance because it describes
concurrently the proportion of the adult population who want jobs (i.e., the labor force
participation rate) and the success rate of this group in obtaining jobs (i.e., the employment rate,
or the complement of the unemployment rate).%’

37 For some groups considered in this section, the employment-population ratio declined since 2007 despite lower
unemployment rates. This trend of simultaneous drops in the employed share of the population and the unemployed
share of the labor force is driven by declining labor force participation rates for some groups. This can be seen in the
mathematical expression of the employment-population ratio: Employment-Population Ratio = Labor Force
Participation Rate x (1-Unemployment Rate). For more information, see CRS Report R44055, An Overview of the
Employment-Population Ratio, by (hame redacted)
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Education

Occupation patterns discussed earlier in this report (see Figure 6) suggest that employment
opportunities are changing for workers with different skill levels. For example, the employment
share gains for managers and those in professional occupations (e.g., computer and mathematical
sciences, business and finance, healthcare practitioners) are concentrated among those with at
least a bachelor’s degree,*® while the large losses that occurred among office support staff were
felt by a group that largely holds less than a bachelor’s degree.® Further, the lost employment
shares in construction and production jobs were experienced primarily by workers with a high
school diploma or less education.*°

Figure 8 supports this pattern more broadly and shows that employment outcomes (as measured
by the employment-population ratio) improve significantly with greater educational attainment
(this pattern has persisted since 1992, as far back as BLS data are available). For 2017, the
employment-population ratio for workers with bachelor’s degrees or more was about 30
percentage points higher than for workers with less than a high school diploma: among persons
25 years or older, 72% of bachelor’s degree holders had a job in 2017, while only about 42% of
those who had not completed high school were employed. Workers with a high school diploma
performed somewhat better, though only 55% had a job in 2017. Unemployment rates explain
some of these differences. Among job seekers, workers with a bachelor’s degree had better
success at gaining employment than other groups. Their unemployment rate ranged between 2.0%
(2017) and 4.7% (2010) over the 2007 to 2017 period; by contrast, workers with no high school
diploma had rates that ranged from 6.5% (2017) to 14.9% (2010) over the same period. But most
of the difference is accounted for in lower LFPRs for less-educated workers.

Figure 8. Employment-Population Ratio by Educational Attainment, 2007-2018
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Source: Figure created by CRS using data from BLS CPS (employment-population ratios) and NBER (recession).

3 Using BLS data, CRS estimates that about 57% of managers and at least 65% of workers in listed professional
occupation groups held a bachelor’s or higher degree in 2017.

39 Using BLS data, CRS estimates indicate that about 74% of office support and administrative staff had less than a
bachelor’s degree in 2017.

40 Using BLS data, CRS estimates approximately 90% of workers in these occupation groups had less than a bachelor’s
degree in 2017.
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The figure also shows workers in all education groups experienced job losses associated with the
Great Recession. The employment-population ratio declined—and had not fully recovered by
2017—for all levels of educational attainment during the recession. Workers with less than a high
school diploma had come the closest of all groups to regaining their prerecession employment-
population ratio, while workers with some college were still six percentage points lower in 2018
than 2007.

Age

The Great Recession affected various age groups very differently, as shown in Figure 9. The
employment-population ratio fell most sharply for young workers (aged 16-24), from about 53%
before the recession to below 45%. To date, it has risen to about 51%, remaining lower than it
was before the recession. One study found the largest factor behind this decline to be a drop in
employment among young people in school.**

Figure 9. Employment-Population Ratio by Age Group, 2007-2018
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Source: Figure created by CRS using data from BLS CPS (employment-population ratios) and NBER (recession).

By contrast, the employment-population ratio for older workers (aged 55 and over) fell from 38%
to 37% during the recession, and rose to about 39% over the subsequent expansion. This pattern
has been attributed to a rising share of college-educated workers (a group with strong labor force
attachment) in the 55 and older group.*? Greater educational attainment among this group can be
seen in Census Bureau data, which show that the share of people age 55 and older with at least
four years of college increased from 24% in 2007 to 30% in 2017. It is further possible that the
recession caused some older workers who were set to retire to defer retirement until their
financial situations improved. Nevertheless, because the over-55 group has gotten larger relative

41 Katharine G. Abraham and Melissa S. Kearney, “Explaining the Decline in the U.S. Employment-to-Population
Ratio: A Review of the Evidence,” National Bureau of Economic Research, Working Paper No. 24333, February 2018,
http://Amww.nber.org/papers/w24333.pdf. This study looks at the period from 1999 to 2016.

42U.S. Census Bureau, CPS Historical Time Series Table A-1, https://www.census.gov/data/tables/time-series/demo/
educational-attainment/cps-historical-time-series.html. For analysis of population aging and retirement decisions,
including higher LPFR among higher-educated older workers (relative to less-educated older workers), see Gary
Burtless, The Impact of Population Aging and Delayed Retirement on Workforce Productivity, The Brookings
Institution, May 31, 2013, https://www.brookings.edu/research/the-impact-of-population-aging-and-delayed-
retirement-on-workforce-productivity/.
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to the overall workforce—and their LFPR is lower—it has brought down the overall
employment-population ratio and labor force participation ratio.

The employment-population ratio for prime-age workers is still below its prerecession level; after
falling from 79.9% in 2007 to 75.1% in 2010, it slowly rose to 78.6% in 2017. The
unemployment rate for this group has recovered, leaving a relatively low LFPR to explain the
remaining difference.*® That is, a recovered unemployment rate implies that workers who are
actively seeking work are finding it with the same rate of success in 2017 as they were in 2007.
The low employment-population ratio then is explained by lower labor market engagement
among the prime-age population (a smaller share is trying to become employed) (i.e., a lower
LFPR).

Sex

Continuing a long-term pattern of difference in employment, prime-age (i.e., 25 to 54 years) men
were more likely to be employed than prime-age women over the 2007 to 2017 period (Figure
10).* For both sexes, the employment-population ratios declined during the Great Recession (5.7
percentage points for prime-age men and 2.1 percentage points for prime-age women). By July
2018, the female ratio had fully recovered, whereas the male ratio remained below its
prerecession level. Consequently, the gap in employment rates narrowed over the period.

Figure 10. Prime-Age Employment-Population Ratios by Sex, 2007-2018
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Source: Figure created by CRS using data from BLS CPS (employment-population ratios) and NBER (recession).

43 Abraham and Kearney observe that the decline in the prime-age employment-population ratio over 1999-2016 is
explained primarily by lower employment rates among workers holding a high school diploma and those with some
college education (but not a bachelor’s degree). Katharine G. Abraham and Melissa S. Kearney, “Explaining the
Decline in the U.S. Employment-to-Population Ratio: A Review of the Evidence,” National Bureau of Economic
Research, Working Paper No. 24333, February 2018, http://www.nber.org/papers/w24333.pdf.

4 A focus on prime-age workers minimizes the impacts of school and retirement decisions on labor outcomes. This is
important to male-female comparisons because men and women invest in schooling and retire at different rates.
Employment-population ratios for males and females who are 25 years and older were similar to those in Figure 10,
with some notable differences, such as (1) the gap between male and female employment-population ratios is narrower
for the prime-age group, and (2) prime-age men and women were at or near prerecession ratios by July 2018 (whereas
the older groups were not).
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For both men and women, the Great Recession caused a deterioration in the LFPR that continued
long after the recession had ended. The recession accelerated the long-term decline in the LFPR
for prime-age men, which fell from over 95% in the 1950s to about 90% before the crisis to about
88% by 2014 (Figure 11). Since 2014, there has been some improvement in the prime-age male
LFPR, which was 88.8% in July 2018 (2.7 percentage points below prerecession rates). By
contrast, the Great Recession coincided with a reversal in the long-term increase in the LFPR for
women caused by the shift to more two-earner households and other factors. The prime-age
female LFPR rose from about 40% in the 1950s to about 76% in the late 1990s. It declined
gradually over 2000 to 2005, recovering somewhat over 2005 to 2008, before dropping by about
2.1 percentage points over 2008 to 2015. Prime-age women’s LFPR has improved since then, and
in July 2018 it achieved the same rate as in November 2007 (i.e., just before the recession), but
remains below its highpoint of 77.3% in April 2000. This pattern is unusual compared to other
advanced economies, where the female participation rate has risen.* Some attribute the difference
to variations in work-family policies.*® Although there is still a gap between LFPRs for men and
women, the gap since the 1990s is much narrower than it was in prior decades.*’

Figure I 1. Prime-Age Labor Force Participation Rate by Sex, 1948-2018
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Source: Figure created by CRS using data from BLS CPS.

While prime-age men and women had similar unemployment rates before the Great Recession
and in 2018, the prime-age male unemployment rate peaked at a higher level (10.0%) than the
prime-age female unemployment rate (8.1%) following the recession (Figure 12). At the same

4 The divergent trends in female LFPR are the single largest factor explaining why most advanced economies have not
suffered a similar decline in the employment-population ratio since 2007, according to Jason Furman and Wilson
Powell, “Why Employment Rates In The US Have Lagged Other Countries,” blogpost, June 15, 2018,
https://voxeu.org/article/why-employment-rates-us-have-lagged-other-countries. See also Francesco Grigoli, Zsoka
Koczan, and Petia Topalova, “Drivers of Labor Force Participation in Advanced Economies: Macro and Micro
Evidence,” International Monetary Fund, Working Paper 18/150, 2018, http://www.imf.org/en/Publications/WP/Issues/
2018/06/25/Drivers-of-Labor-Force-Participation-in-Advanced-Economies-Macro-and-Micro-Evidence-45977.

46 Francine D. Blau and Lawrence M. Kahn, “Female Labor Supply: Why is the US Falling Behind?”” American
Economic Review, vol. 103, no. 3, May 2013, pp. 251-256. Sandra E. Black, Diane Whitmore Schanzenbach, and
Audrey Breitwieser, The Recent Decline in Women'’s Labor Force Participation, The Brookings Institution, October
19, 2017, https://lwww.brookings.edu/research/the-recent-decline-in-womens-labor-force-participation/.

47 Over the long term, the narrowing of the gender gap in participation rates was driven jointly by a rising female LFPR
and falling male LFPR. More recently, prime-age male and female LFPRs have both trended downward (with some
fluctuation). As a result, the gap has stayed relatively constant (approximately 13 to 15 percentage points) since 2007.
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time, the LFPR fell for both men and women, but labor force participation losses were larger for
prime-age males. That is, prime-age men were exiting the labor force in large numbers (relative to
women), and those who remained in the labor market had less success finding employment.

Figure 12. Prime-Age Unemployment Rates by Sex, 2007-2018
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Source: Figure created by CRS using data from BLS CPS.

Part of the difference in employment outcomes since 2007 may be due to women’s overall greater
educational attainment (when compared to men). Another factor may be differences in how men
and women cluster by industry and occupation. That is, if men are concentrated in industries that
fared relatively poorly during the recession, it could lead to worse employment outcomes for men
overall. The marked increases in unemployment rates for the construction (90.6% male) and
durable goods manufacturing (74% male) industries (Figure 13), for example, point to
challenging labor market conditions for certain groups of male workers, particularly those with
less than a college degree.*® By contrast, the health and education industry (74.7% female) had
the lowest unemployment rate during the recession. These patterns can be seen as well in the
occupational employment data (Figure 6), which show a drop in employment shares for
construction workers and production jobs from 2007 to 2017. But losses were not exclusive to
men; also evident in the occupation data is the considerable loss of office and administrative
support positions, jobs typically held by women (about 75%).

Recent patterns suggest that the employment impacts of future cyclical and structural forces for
men and women may be more similar than they have been in the past. As construction and
manufacturing jobs decline, some men have moved into occupations with traditionally large
female representation, such as food preparation and serving, personal services jobs, health care
support positions, and others.

8 These rates are for workers ages 16 and older. BLS does not publish unemployment rates by industry for prime-age
workers.
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Figure 13. Unemployment Rates by Industry of Last Job, 2007-2017
Industries ranked by female share of employment in 2007
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employmentin
Unemployment by Industry (%) 2007

0% 5% 10% 15% 20% 25%
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Professional & Business Serv. F 42.6%
Wholesales & Retail Trade — 45.0%
Leisure & Hospitality r 51.4%
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Financial Activities F 55.4%
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Source: Figure created by CRS using data from BLS CPS (unemployment by industry) and BLS, Women in the
Labor Force: A Data Book (2008 edition) (female share of employment by industry).

Notes: Unemployment rates describe experienced workers (i.e., they do not include new labor market
entrants).

Race and Hispanic Ethnicity

Employment outcomes also differ by race and ethnicity.** Among the prime-age population, non-
Hispanic white workers had the highest employment-population ratios in each year between 2007
and 2017 and non-Hispanic black workers had the lowest (Figure 14).%° The employment-
population ratio for all groups declined over the Great Recession and early years of the
expansion. Non-Hispanic black workers experienced particularly sharp losses following the onset
of the recession, falling from 75% in 2007 to 69% in 2009 and then to 67% in 2011. Hispanic
workers also experienced a six percentage point drop, non-Hispanic white workers had a four
percentage point decline, and non-Hispanic Asian workers lost two percentage points over the
same period. Employment rates stopped falling around 2009 for Hispanic workers and 2010 for
non-Hispanic white workers and Asian workers. Employment-population ratios did not stop
falling for non-Hispanic black workers until 2011, but the subsequent rebound for this group

49 BLS classifies each worker by race (white, black, etc.) and ethnicity (Hispanic or non-Hispanic).

%0 This section uses prime-age populations for greater comparability because of considerable differences in the age
profiles of different races and ethnicities. Because prime-age workers have higher LFPRs than older workers (who are
more likely to be retired), a relatively young group will have higher employment rates than a group with greater shares
of older workers, when a fuller range of ages is considered. For example, when individuals 25 years and older are
considered, Hispanic workers (a relatively young group) have the highest employment-population ratios and white
(non-Hispanic) individuals have the lowest labor force participation rate. As seen in Figure 14, this result reflects the
age composition of the groups, not a greater tendency for Hispanic individuals to gain employment.
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occurred at a faster pace than for other groups. Despite the subsequent recovery, all groups were
about one percentage point below their prerecession employment-population ratios in 2017.

Figure 14. Prime-Age Employment-Population Ratios by Race and Hispanic
Ethnicity, 2007-2017 (annual averages)

Prime Age Employment-Population Ratio

|
RECESSION

80% WHITE (NH)

75%

HISPANIC

70% BLACK (NH

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Age 25-54 years, non-institutionalized civilian population.

Source: Figure created by CRS using data from BLS CPS (employment-population ratios, CRS-produced
estimates) and NBER (recession).

Notes: “Prime Age” refers to persons 25-54 years old. “NH” indicates non-Hispanic persons.

The cross-group differences in overall employment-population ratios and their trend over the
2007 to 2017 period can be explained by group differences in labor force participation and
unemployment rates (Figure 15). All things equal, a higher employment-population ratio
indicates a higher labor force participation rate, lower unemployment rate, or both. Both factors
contribute to high employment rates among non-Hispanic white prime-age workers; as a group
they have both high labor force participation rates (the highest among any group shown) and
relatively low unemployment rates. Hispanic and nonwhite workers had similar labor force
participation rates over the 2007 to 2017 period, but their unemployment rates varied
considerably, and these differences are reflected in their employment-population ratios. The larger
dip in the non-Hispanic black employment-population ratio in 2011, for example, is mirrored by
the relatively high unemployment rate (14.4%) for that group in the same year. For all groups,
unemployment rates in 2017 were comparable to 2007, but their LFPR was lower.
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Figure 15. Prime-Age Unemployment Rate and Labor Force Participation Rate by
Race and Hispanic Ethnicity, 2007-2017 (annual averages)

Labor Force Participation Rate (Prime Age)

WHITE (NH)
80% —— HISPANIC
BLACK (NH)

75%

RECESSION

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Unemployment Rate (Prime Age)

BLACK (NH)

HISPANIC
10%

WHITE (NH)

5%

m RECESSION
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Age 25-54 years, non-institutionalized civilian population.

Source: Figure created by CRS using data from BLS CPS (labor force participation rates and unemployment
rates by race and ethnicity, CRS-produced estimates) and NBER (recession).

Notes: “Prime Age” refers to persons 25-54 years old. “NH” indicates non-Hispanic persons.

Figure 14 shows that, among the employed, the type of job (occupation) held by workers varies
considerably across ethnic and racial groups. It plots employment shares by occupation for prime-
age Hispanic workers, non-Hispanic white workers, non-Hispanic black workers, and non-
Hispanic Asian workers; the occupations are ordered by the median wage in the occupation group
in 2017, such that relatively low-paying jobs are on the left and relatively high-paying jobs are on
the right. Relative to non-Hispanic workers, prime-age Hispanic workers are clustered in lower-
paying jobs; for example, whereas 30% of Hispanic employment was in the five occupations with
the lowest median wage rates, 22% of non-Hispanic employment (aggregated across all racial
groups) was in these occupations.®! Other differences can be seen as well: higher shares of
Hispanic workers were in construction and extraction jobs (12% versus 4% of non-Hispanic
employment), while non-Hispanic workers were more likely than Hispanic workers to hold
management positions.

Large shares of non-Hispanic white, black, and Asian workers were in office and administrative
support jobs, management, and sales positions in 2017, but the distribution across those jobs

51 The occupational distribution of employment for Hispanic workers and for non-Hispanic white, black, and Asian
workers who are 25 years and older does not differ substantially from the distributions among prime age workers
shown in Figure 14.
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differed. A far greater share of white (14%) and Asian (12%) workers were managers than were
black workers (8%), for example, and black workers (14%) were more concentrated than white
(11%) or Asian (8%) workers in office and administrative support jobs. Transportation and
material moving jobs was another large occupational category for black workers at 10% of
employment, whereas 5% of white and 4% of Asian workers held those jobs. Asian workers had
large shares of employment in computer and math sciences jobs (13%) and health practitioners
and technicians (9%); in both occupation groups, they had a higher employment share than did
non-Asian workers. Black workers were somewhat more concentrated in the five occupations
with the lowest median wages (28% of black workers, 22% of Asian workers, and 20% of white
workers). These occupational patterns may translate into different employment outcomes for
black, white, and Asian workers in the near future, unless the distributions become more alike. In
particular, administrative and office support jobs—which held considerable shares of black
employment in 2017—have declined as a share of overall employment over the last decade;
transportation and material moving jobs have lost employment share, although to a more
moderate degree. By contrast, computer and math sciences jobs and health practitioners and
technicians—which held considerable shares of Asian employment in 2017—gained employment
shares over the 2007 to 2017 period.

Figure 16. Occupational Distribution of Prime-Age Employment by Race and
Hispanic Ethnicity, 2017 (annual average)

Share of . . .
White (NH) Black (NH) Asian (NH) Hispanic
Employment Employment Employment Employment

w 1 Food preparation & serving 3.5% 5.0% 43% 6.9%
§ Personal care & service 2.9% 4.9% 6.1% 3.5%
Z Cleaning & maintenance | 2.4% 4.3% 1.6% 8.9%
E Sales | 8.7% 8.0% 8.2% 7.9%
] Healthcare support 1.7% 5.3% 1.7% 2.5%
% Transport & material moving 4.7% 9.8% 4.3% 8.0%
Production 5.0% 6.5% 5.1% 7.6%

Office & admin. support 10.8% 14.0% 7.5% 10.5%
Protective service 2.2% 3.6% 0.9% 1.5%
Community & social service 1.7% 2.9% 1.0% 1.3%
Installation & repair | 3.7% 2.5% 1.6% 3.9%

Construction & extraction 5.1% 3.1% 1.3% 12.4%
Arts, sports & media = 2.6% 1.3% 1.9% 1.3%
Education, training, & library 7.5% 5.4% 4.8% 3.9%
. Life, physical, & social science 1.1% 0.4% 2.6% 0.5%
é Healthcare practitioners | 7.1% 6.4% 9.4% 3.1%
g Business & financial ops 6.0% 4.2% 6.7% 3.3%
= Architecture & engineering 2.5% 1.0% 4.8% 1.2%
& legal [1.5% 0.7% 1.0% 0.6%
% Computer & math science 3.6% 2.6% 12.9% 1.5%

v Management | 14.3% 7.8% 12.1% 7.5%

Occupations arranged by 2017 medion wage. Employed workers who are 25-54 years old.

Source: Figure created by CRS using BLS CPS data (CRS-produced estimates of occupational distribution).
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What to Expect Going Forward

Looking forward, the labor market will continue to evolve in response to cyclical and structural
developments, creating future opportunities and challenges for U.S. workers. Some of the key
trends highlighted in this report could potentially continue to play out in future years, and new,
unexpected developments will emerge.

Cyclical factors are rarely static—for example, the unemployment rate is usually trending upward
or downward, and is rarely steady. The unemployment rate briefly hit its lowest level since 1969
in May 2018. With a historically low unemployment rate, the economy can only continue adding
jobs at the recent pace if proportionately more new or former workers can be brought into the
labor force. The fact that the LFPR is still low suggests that this is possible, but conceivably
challenging.

There are few examples of the U.S. economy sustaining a very low unemployment rate for a
significant period of time without a return to recession. The current economic expansion is
already the second longest on record, and at some point a new recession will begin. When it does,
the ensuing rise in unemployment will likely disproportionately affect certain industries,
occupations, and demographic groups. In the past, construction and manufacturing employment
has been more sensitive to the business cycle, and labor market recovery has been slower for
certain minorities. For some, the effects of the next recession could be long lasting, in terms of
future earnings and employment.

Cultural and demographic changes coupled with the Great Recession led to changes in the labor
market that are difficult, but not necessarily impossible, to reverse. The aging of the labor force
has shifted a larger share of it into age groups that have traditionally had participation rates that
were less than half the participation rate of prime-age workers.> The participation rate of young
workers (aged 16 to 24) has fallen by over 10 percentage points since 1990. The rising
participation rate of women—a major source of labor force growth in the post-World War 11
period—has reversed since 2001. If these trends continue—and there is not an offsetting increase
from a source such as immigration—the labor supply will grow far more slowly than it has in the
post-World War II period, dampening economic growth and income growth. According to the
Social Security Trustees report, annual labor force growth fell from 2.1% between 1960 and 1980
to 1.4% between 1980 and 2000 to 0.6% between 2000 and 2015. After a cyclical uptick through
2021, the Social Security Trustees project it will grow at a similar rate from 2022 to 2095.
Without the assumption that the LFPR of older workers will rise, the Social Security Trustees’
projected growth rate would be lower.>

In the long run, structural changes continue to alter the labor market in profound ways.> For
example, as farming became less labor intensive, the share of rural farm households fell from an
estimated 35% of total households in 1900 to 1.7% in 2010.% It remains to be seen whether
current innovations, such as artificial intelligence (Al) and automation, will have an equally

52 In addition to changing the composition of the workforce, the aging of the population will change the composition of
jobs available, as more health care jobs will likely become needed, for example.

53 Social Security Trustees, Annual Report, 2018, Chapter V.B.5, https://www.ssa.gov/oact/tr/2018/tr2018.pdf.

54 The Workforce Innovation and Opportunity Act (WIOA; P.L. 113-128) is the primary federal legislation that
supports workforce development; it was enacted to bring about increased coordination and alignment among federal
workforce development and related programs. For more information, see CRS Report R44252, The Workforce
Innovation and Opportunity Act and the One-Stop Delivery System, by (name redacted) .

55 Robert Gordon, The Rise and Fall of American Growth, (Princeton University Press: Princeton, NJ, 2016), p. 98.
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profound impact on labor markets. As was the case with changes in farming, Al could potentially
lead to the eventual shift of large numbers of workers to different occupations. Skill-biased
technological change and globalization have not prevented a return to full employment, but have
sparked concerns about a “hollowing out” of middle-wage jobs, especially for less-educated
workers. These processes may not yet have run their courses, and—as the example of farming
illustrates—the types of jobs that will replace the displaced jobs are not always obvious
beforehand.*®

Technology and globalization are not the only developments influencing future employment.
Policy changes, such as immigration changes or a potential “trade war,” can also lead to structural
shifts in employment composition. Educational attainment also will partly determine the types of
jobs in which the United States has a comparative advantage in the future.

The U.S. labor force is dynamic, but has been less dynamic in this expansion compared to earlier
ones by several measures. Fewer workers are changing jobs, individual firms are adding and
subtracting fewer gross jobs, and fewer workers are moving to new areas in order to take
advantage of the fact that jobs are more plentiful in some parts of the country. This reduced
dynamism can make it harder for workers to adapt to the changes discussed above, increasing the
potential for displacement to result in negative outcomes for workers.
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